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(‘Text of “Government Program for the Hungarian 
Economy's Changeover and Development (Stabilization 
and Convertibility)”’] 


[Text] 


Summary 


[he change of regimes and the economy’s transforma- 
tion are processes that are mutual preconditions of one 
another. While the creation of a parliamentary democ- 
racy that is capable of functioning embodies the political 
transformation, the change of economic systems requires 
more time and its positive effects will become widely 
perceptible only over the longer term. The purpose of the 
economic program for the coming years is to create a 
market economy and thereby give everyone opportunity 
for advancement and ensure equitable distribution that 
will protect the poorer strata of our society 


We are not starting out with a clean siate; we have 
inherited, among other things, also a heavy debt burden 
One of the cardinal rules of a market economy 1s that 
one’s word is his bond, and we will have to abide by that 
rule if we wish to join Europe. Therefore we are attaching 
fundamental importance to meeting our foreign obliga- 
tions also in the future. At the same time the government 
is seeking a solution that will not saddle our future 
generations with debt, yet will keep tolerable the present 
generations’ burden 


The existing structure of our economy is a serious 
problem from the viewpoint of catching up with the 
European level. We will attain the level of the developed 
market economies by means of a structure that will have 
been modernized with the help of privatization. With 
our Central and East European neighbors we share a 
common interest in economic and social stability. By 
utilizing our given historical, economic, and geographic 
onditions, we will strive for reliable market relation: 
with them. Under the present set of conditions, the 
Hungarian economy is stagnating. The purpose of the 
economic policy program is to extricate the country as 
soon as possible from stagnation and start it off on a 
course of growth. A policy against inflation is a key 
element of economic policy, but at the same time, it 1s 
also necessary to manage the unemployment inevitably 
arising from restructuring the economy. The main way of 
managing unemployment is to retrain the persons who 
have lost their jobs and to direct them toward new job 
opportunities, while helping them preserve their social 
identity, which also gives them social security. A social 
safety net must be strung for those who, through no fault 
of their own (the elderly, children, the sick), are unable to 
participate in these programs 
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In transforming the economy, economic policy is relying 
also on civil society's independent initiatives. Local 
governments, trade unions, various civic groups and 
charities play an important role in the success of the 
changeover. This role is reinforced by consistent contin- 
uation of the government’s policy of denationalization 
and deregulation. To function properly and in the 
interest of protecting its citizens as well, the democratic 
system will need an efficient, professional state admin- 
istrative apparatus or civil service 


The creation of an educated, independently thinking and 
acting society 1s a prerequisite for achieving our eco- 
nomic objectives. A higher level of education facilitates 
the retraining that 1s necessary tor restructuring. A closer 
link than what now exists between education, research, 
and practical application is a prerequisite for technolog- 
ical progress that is indispensable for our development 
The government is striving to persuade every social 
Stratum that, in the interest of the eventual gains, it 1s 
worth shouldering the short-term difficulties that the 
program of economic policy points out. The program 
does not copy yet another model, instead, it offers a way 
out by relying on Hungary's natural traditions, geo- 
graphic conditions, and brainpower 


That purpose can best be served by an economic structure 
in which, besides our traditional farm production, also 
tourism, financial, and other services are strengthened to 
aid economic growth. The world fair to be held at the 
middle of this decade will also contribute in large measure 
toward the essential upgrading of the infrastructure and 
the improvement of the state of the environment 


A. INTRODUCTION 


|. Elaboration of the government's four-year action 
program of economic policy has been necessary for the 
following reasons 


—The conditions of our foreign economic relations have 
changed, requiring a new course and timetable for our 
economic policy 


—Specific solutions must be found for the controversial 
issues (privatization strategy, restructuring of the wel- 
fare systems, and the management of inflation) 


—Utilizing the experience it has gained since coming to 
power, the government wishes to make its actions 
more predictable 


In its first two years, the four-year action program of 
economic policy, which 1s based on the principles for- 
mulated in the Program of National Renewal and on the 
three-year agreement concluded with the International 
Monetary Fund, will put in place the legal and institu- 
tional framework for creating a market economy and for 
stabilizing the economy 


For 1993-94 the program provides a forecast of the 
economy's development, of the pace of our adaptation to 
Europe, and of the state’s role in the economy 








tr 


2. The government regards as its fundamental strategic 
objective the creation of the conditions for a social 
market economy 


It will treat preferentially the transformation of the 
Structure of assets and ownership within the economy 


the attraction of foreign capital, and the abatement of 


poverty 


3, Our objective 1s to join the European Economic Space as 
completely as possible. We deem it important to develop 
further our relations with the Group of 24. We will strive 
tor balanced economic relations with the Soviet Union and 
with our northern and southern neighbors 


4. The goverment wants above all to strengthen and 
mobilize our human resources. This program is basing 
its success On minds educated in the humanities and 
technical sciences, on bold and gifted entrepreneurs, 
ingenious managers, diligent peasants reinstated in their 
rights of ownership, well-trained, blue-collar workers 
proud of their workmanship, retired persons who 
worked hard and endured a lot during their active years 
and on young people willing to shoulder also burdens in 
the interest of their objectives 


B. INITIAL CONDITIONS 


Before formulating what needs to be done, a bref review 
iS necessary of where the changeover to a market 
economy stands after 1990, what we have achieved so 
tar, and what difficulties have yet to be overcome 


State of the Economy, Society, Culture, Environment 


5. The institutions of parliamentary democracy were in 
place by 1991, and work continued on developing the 
legal prerequisites for the changeover to a market 
economy. But it became evident that an entire series of 
general conditions and laws indispensable for the econ- 
omy's rehabilitation had to be created as soon as pos- 
sible. Of equal importance for the functioning of the 
economy and society 1s the establishment of a suitable 
infrastructure 


6. The process of the economy's changeover has brought 
to light that employment policy, too, 1s under pressure as 
a result of the practice of overfull employment in years 
past. But last year it was also demonstrated that the 
rehabilitated enterprises and the start-ups have contrib- 
uted toward helping four-fifths of the nearly 270,000 
workers laid off last year find new employment fairly 
quickly 


By international comparisons, the economy's income 
producing ability ism fest, and the existing capacities’ 


degree of utilization is extremely low. Our loss of posi- 
tion in the world economy and our technical and tech- 
nological lag stem from causes whose effects will be felt 
also in the long run. In terms of their background, the 
problems plaguing our country are equilibrium related. 
structural and social 
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8. Although close to 29 percent in 1990, the rate of 
inflation has not exceeded the managable level. The 
causes of inflation are the obsolete production structure 
distorted price structure, and the curtailment of price 
subsidies that, to a large extent, had missed their 
intended purpose 


9. The economic processes in recent years affected 
various population groups differently. The incomes and 
financial situation of a proportion of the population 
worsened to a varying extent. Meanwhile, an able entre- 
preneurial stratum has improved its income situation by 
taking advantage of the opportunities that have arisen so 
far. As a result, society's polarization has accelerated 


10. Our economic backwardness and social situation 
stem from belittling and squandering our human 
resources, our skills, and professional knowledge 


11. Destruction of man’s environment has assumed 
dangerous proportions and could become an obstacle to 
economic growth. That the obsolete infrastruciure 1s 
hampering the functioning of the economy and of entire 
society 1s a result of long vears of wrong economic and 
political decisions 


External Conditions 


12. The decline of our trade with the countries of East 
Europe has compelled a proportion of our enterprises to 
change markets. It 1s encouraging that our export to the 
markets of industrialized countries has undergone 
dynamic expansion; the number of small companies and 
private enterprises newly granted the mght to export, and 
hence also their export volume, have increased signifi- 
cantly. For the first time in many years, the favorable 
visible and invisible balances of our nonruble denom)- 
nated foreign trade have been able to cover our annual 
interest payments 


13. The development of trade with the former CEMA 
including the considerable decline of trade with the 
Soviet Union, 1s a serious trouble spot of economK 
policy for the coming years. The power system's one- 
sided development leaves the Hungarian economy 
exposed. The loss of markets 1s obviously unfavorable 
over the short term but could have a beneficial effect in 
the long run, by accelerating the forced restructuring of 
the Hungarian economy 


14. Because of our economic results in 1990 and the 


methods we have used so far to solve our social conflicts 
there will be continued support on the part of the 
international monetary organizations, the governments 
of many prominent countries and foreign private capital 
for Hungary's e'forts to restructure and rehabilitate its 
economy 


Economic Equilibrium 


15. The economy 1s in disequilibrium. The loss of Eastern 
markets 1s causing product cutbacks. The 
financial disequilibrium is caused by inadequate produc 
tion of income and by the h 


duntry § 


gh costs of servicing the 
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which 1s closely related to the former. Over- 
generous distribution systems, budget deficits, and pay- 


ment orders held up by the bank pending sufficient funds 
characterize the domestic financial situation 

16. From the viewpoint of economic and financial 
equilibrium, inflation is one of the gravest dangers. It 


scares off domestic and foreign investors, throws social 
-conomic relations into disarray, makes the future 
of families and individuals unpredictable, and thereby 
encourages wasteful behavior and taking a short view 


and 


Economic Structure 


By areas and branches, the Hungarian economy's 
st ire lacks balance. Within the structure of owner- 
ship, the state sector’s once considerable share has 


ined in 


recent years 
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18. Reorganization of the still existing monopolies will 
produce smaller, independent economic units. Consolida 
tion of new enterprises of medium size has not comple- 
mented the feverish establishment of small businesses 


A Halfway Market Economy 


19. The greatest lag appears to be in creating the statutory 
foundations of a market economy. Laws pertaining t 
ownership relations, affecting finances and the state budget 
protecting the interests of consumers and employees, under- 
pinning the functioning of local government, and regulating 
individual industnes have yet to be enacted 


20. By and large, the market's system of institutions is in 
place, but is weak or plagued by functional disorders 
The conditions of competition (import liberalization 
and a system of free prices) are guaranteed as a matter of 
form, but the market is strongly monopolized, and free 
enterprise and free trade are still encountering a variety 
of bureaucratic obstacles 





Principal Indicators of Economic Growth (percent 
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An improvement also in the efficiency of investment 
activity must support this rapid growth of export. The 
Hungarian economy’s capital-output ratio and its mar- 
ginal efficiency of fixed capital, the two indicators that 
reflect the capital intensity of production, worsened 
throughout the entire past decade. If a more sensible 
investment policy 1s able to arrest the worsening of these 
indicators, the fixed assets base necessary for the growth 
of production and expansion of export can be ensured 
even without any increase in the volume of investment. 


As a result of liberalization, the import demand for 
production and final use is increasing in many areas. 
Meanwhile, in the branches whose imported-material 
intensity is above average, primarily in individual indus- 
tries, the import demand is falling as a result of the 
decline in production and export. Thus, according to the 
forecasts, the proportion of imported materials within 
the total consumption of materials will be around the 
18-percent level that evolved in 1990 


In the forecasts we included a slow improvement of GDP 
as a percentage of output, one of the basic indicators of 
economic efficiency. The curtailment of loss-making 
activities, the increasing relative weight of services as 
well as of small enterprises and private businesses (when 
measured by this indicator, they are more efficient also 
in the light of official statistics) support our assumptions 
regarding the gradual improvement of this ratio. 
According to the basic version, the ratio of GDP to 
Output will increase from 38 percent in 1990 to 38.5 
percent in 1994. 


The forecasts show that the ratio of the net stock of fixed 
capital to GDP, which was 37 percent in 1990, will 
decline in the next two years and will climb back to the 
1990 level only in 1993. The results of more efficient 
investment activity will really begin to make themselves 
felt only in 1994, and the ratio that year will rise above 
38 percent. 


Under the presented conditions, in 1991 it will not yet be 
possible to turn around the process of declining eco- 
nomic growth [rates] that has been going on for several 
years, and it is very likely that GDP will shrink by about 
4 percent 


(In the two more pessimistic cases that reckon with 
substantial drops in export, however, GDP’s decline 
could reach as much as 5 or 6 and 8 percent, respectively, 
under the same external equilibrium requirements.) 


Thus domestic expenditure will have to be held within 
narrow limits this year because of the losses resulting 
from the worsening terms of trade, which will necessitate 
a 5-percent reduction, sharper than the drop in GDP. 
Which means that we can expect cuts of between 4 and 5 
percent, both in personal consumption and investment. 
Public consumption will have to be reduced faster than 
personal consumption (by 7 or 8 percent, if financial 
institutions are excluded) 
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(In the versions anticipating sharper declines, even 
bigger cuts (of 6 or 7 and 9 percent, respectively) are 
necessary under the constraints of external equilibrium. 
Within this, personal consumption would be reduced by 
6 to 8 percent, while the volume of investment could, at 
best, reach merely 85 to 90 percent of its 1990 level.) 


In 1991, numerous factors are exerting an influence 
toward inflation’s further acceleration. The adjustment 
of energy utilization to the international conditions, the 
higher costs of formerly ruble-denominated import, as 
well as individual measures that are necessary for the 
changeover to a market economy (the curtailment of 
subsidies, and liberalization, for instance) are causing 
large one-time rises in the price level. In preparing the 
price forecast, we started out from the assumption that 
the higher import prices, the forint’s devaluation, and 
the approximately 22- or 23-percent rise in before-tax 
pay would raise the producer price level by about 30 
percent, and the consumer price level by even more, 33 
to 35 percent, due to the curtailment of price subsidies. 
The danger of runaway inflation could be reduced by 
regulating aggregate demand in line with the economy’s 
performance, but the price-curbing effect of restricting 
demand will be able to make itself felt only if we make 
progress in ending the monopolistic supply situation. If 
market constraints do not permit passing on the entire 
cost increase in the prices, the price level’s rise could be 
smaller than its forecast rise. 


The reduction of domestic expenditure, and thereby a 
drop of 6 to 7 percent in total import, will be achieved if 
nominal incomes rise more slowly than the inflation rate. 


According to the forecast based on this condition, aggre- 
gate income (GDP at current prices) produced in the 
economy in 1991 will increase by about 22 percent. The 
explanation of this significantly slower growth than the 
rate of inflation is Drimarily the fact that the changeover 
to clearing in dollars is accompanied by a significant 
worsening of our terms of trade, and therefore the 
specific consumption of materials at current prices can 
be expected to increase by | percentage point, in other 
words, profitability will worsen significantly. 


Before-tax wage income can be expected to increase by 
30 to 32 percent, and within this an increase of 22 or 23 
percent in the annual before-tax wage bill can be fore- 
cast. 


Social entitlements in cash will increase at nearly the 
same rate as before-tax wage income. Due to rising 
interest rates, income from interest payments also is 
expected to grow very rapidly. Personal income available 
for consumption, capital formation, and savings will 
increase, foreseeably by 28 or 29 percent. According to 
the forecasts, income in the economic sphere (primary 
income) will grow by 17 or 18 percent because of the 
faster rise of wages than the growth of GDP; and within 
this, gross profit (profit + depreciation) will increase by 
13 percent. The economic sphere’s disposable income 
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will increase by about 23 percent, because the taxes 
payable trom profit will rise at slower rates than the 
growth rate of profit itself 


If income formation proceeds as outlined above, and if a 
strict monetary policy is pursued, a net debt of about 110 
billion to 120 billion forints can be forecast in the 
economic sphere. Which means that, compared with the 
90 billion to 100 billion forints of net personal savings, 
the resources of domestic recipients of income will not 
be sufficient to finance the state budget’s deficit. Indeed, 
the economic sphere’s borrowing requirement will tie 
down even a proportion of foreign resources 


Since in 199] we expect to obtain from abroad about 
$1.2 billion of foreign resources, which is the equivalent 
of between 85 billion and 95 billion forints, about 60 
billion to 70 billion forints will be available to finance 
the budget deficit. Taking this into consideration, a 
deficit of 75 billion to 80 billion forints may be allowed 
in the central budget 


The forecasts of the economic processes for 1992 are 
based on the assumption that we will be able to expand 
our 1992 export to East European markets by more than 
6 percent, whereby our total export would expand by 
between 6 and 7 percent; thus, besides a financeable 
deficit of $600 million to $700 million in our dollar 


balance of payments, a I- to 3-percent expansion of 


import would be possible. If the external conditions 
develop in this manner, the economic decline of several 
years’ duration could be arrested, and economic growth 
could resume. But the expanded production of income 
can be realized only in foreign trade; due to the need to 
increase Our export surplus by about $500 million (for 
foreign investment), it will not be possible to increase 
domestic expenditure 


After the through of 1990-91, from 1992 on primarily 
industry and services can be expected to serve as the 
sources of economic growth. In industry, also in conjunc- 
tion with privatization, significant restructuring will 
have to be carried out. As a result, the output of plants 
employing fewer than 50 persons each will grow rapidly 
The proportion of such plants within industry will 
double each year and might reach between 30 and 40 
percent by 1994. Meanwhile, the output of large plants 
will drop sharply at first, and then moderately. With the 
proliferation of small! businesses, the signs of which are 
already evident also in 1990-91, a considerable improve- 
ment can be expected in the construction industry's 
efficiency. With an increase in housing construction and 
infrastructural investments, by the end of the period also 
the growth of the construction industry’s output could 
exceed the average growth rate 


In 1992, according to our forecast, not only the economic 
decline can be arrested, but the acceleration of inflation 
as well. That will be feasible because the one-time great 
price shocks, still occurring in 1991, will not be repeated. 
Reckoning with a rise of less that 14 or 15 percent in 
import prices, and with a rise of slightly more than 20 
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percent in before-tax earnings, the producer-price level 
can be expected to rise by about 17 percent. Due to the 
further curtailment of price subsidies and to the VAT 
system’s reform, the consumer-price level’s rise can be 
expected to be 4 or 5 percentage points higher, 1.e., 2! or 
22 percent. 


In accordance with the objectives of reforming public 
finance, the state budget’s redistributive function will 
decline. Parallel with the resumption of economic 
growth, according to the forecasts, the state budget’s 
expenditure will fall below 60 percent of GDP. 


In 1993 we expect the growth rate of export to stabilize 
at about 7 percent, in our East European and other 
markets as well. That is both a realistic and a necessary 
condition for arresting the rise of our foreign indebted- 
ness, but it will permit a nearly 4-percent expansion of 
import even without violating the requirements of equi- 
librium. And, assuming that in the meantime the 
progress in privatization and the intensifying market 
competition increase the economy’s aggregate income 
producing ability, a S-percent growth of GDP and a 
nearly 3-percent growth of domestic expenditure seem 
attainable. That will make possible an increase of 2 to 2.5 
percent in personal consumption, and an increase of 
about 5 percent in the case of investments. 


According to our views regarding the development of 
inflation in 1993, the rate of rise in producer prices could 
drop to 9 or 10 percent, at a 1 3-percent rise in wage costs 
and a rise of about 10 percent in the cost of imported 
materials. The rate of rise in consumer prices will be 
higher than in the case of producer prices also that year: 
in harmony with the development of personal incomes, 
it can be forecast as about 13 percent. 


Curtailment of the state budget’s distributive function 
will continue in 1993. Asa share of GDP, revenue will be 
lower by | percentage point than in 1992; and expendi- 
ture, according to preliminary estimates, will be 1.6 
percentage points lower. Thus, the state budget’s revenue 
position will improve further; and the amount and 
proportion of the deficit will decline. 


In 1994, at a 7-percent expansion of export, the growth 
rate of GDP could already be about 6 percent; and 
domestic expenditure could increase at about the same 
rate, because by then it will no longer be necessary to 
increase the trade surplus for the sake of balance- 
of-payments equilibrium. The rapid expansion of export 
and the rapid growth of GDP could be based on the 
preceding period’s investments and on the improvement 
of economic efficiency 


According to the forecast that constitutes the basi 
version, inflation can be reduced to a single digit also in 
the consumer price index. The pressure exerted by 
production costs will diminish. The lowering of infla- 
tionary expectations and the suitable functioning of the 
mechanism for the reconciliation of interests might 
ensure that a rise in the level of real wages could occur 
even at arise of about 10 percent in the level of nominal 
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all, their calculated worsening has never been experi- 


enced; it far exceeds the effects of the 1973-74 oil price 
shock; and the underlying price level and structural 
changes are so drastic that a deviation by even 5 per- 
centage points is readily imaginable. In that case even a 
more moderate curtailment of import (by 2 or 3 percent) 
would be sufficient to achieve the same trade surplus 
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Government Actions To Develop the Market Ecor omy’s Institutions and To Stabilize the Economy (Continued) 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 
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There are accord with the duties, in line 
departures from market's with our 
the GATT rules requirements and internationa 
The duty on our internationa! agreements 
advanced obligations integration efforts 
technology 1s and Hungary's 
excessive given structura! 
conditions 
> - —_—- > =o a —-—.- > 
There are built-in Letting —10 completely 992 MuM [Ministry 
barners in the agreements liberalize wages yf Labor), PM 
wage mechanism between owners 
and employees 
determine the 
development of 
wages 
st na! system for reconciling interests 
The evolved Harmony among —To reform the MuM. PM 
system of the the interest institutiona 
unct for the representing organs for the 
Reconciliation of organizations and reconciliation of 
Interests does not among the nterests 
reflect rea interests 
nterest relations Separate 
and distorted articulation of 
nterests are the state s 
appearing The nterests as owner 
nstitution of and as employer 
reconciling Development of 
nterests has n multilevel and 
developed as yel muiltiiatera 
mechanisms for 
the reconciliation 
of interests 
; + LL | + > 
Among the 99 BRM ‘Mone 
government. the the Inte 
employer and the 
emplovees ar 
: + + > ‘ 
Retween th 
rnira 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of Economic 
Policy 


State of Affairs. 
Problem To Be 
Sotved 


Objective 





athe 








d) Business discipline, economic perspicuity 





The accounting 
system does not 
meet the 
requirements of a 
market economy 
Liquidation and 
bankruptcy are 
not functioning, 
and there are 
long queues of 
payment orders 
held back by the 
banks pending 
sufficient funds 
It 1s possible to 
report profit that 
has not been 
realized 


Development of 
systems that meet 
internationa! 
norms 
promotion of 
openness 
regarding 
businesses and 
their real 
financia! 
situation 
reduction of the 
volume of bad 
dedt, and shorter 
queues of 
payment orders 


— 


Gevernment Mode of Schedule Responsibility’ 

Tasks Regulation 

a 4 es es Se 
—To establish 199) IKM 
the legal and 
institutiona! 
conditions for 
protecting the 
interests of 
consumers 
sctataranentaactaaae +4 4 4 — 
—To organize Updating the 199 M.M 
and regulate by Statutory 
Statute the regulations 
protection of the governing the 
interests of operation ol 
employees trade unions 
—To moder Accounting Law 99 PM 
accounting 

; + + 
To regula h Bankrupt Law } PM 

iquidation of 
Dusinesses 
_To strean aw on the MNB 
the circulation of entra! Bank 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) _ 














- 
Area of Economic | State of Affairs, Objective Government Mode of Schedule Responsibility* 
Policy | Problem To Be Tasks Regulation 
| Solved | | I 
3. PUBLIC FINANCE 
Redistnbution A substantial To curtail export Laws on the 1991-95 PM. As specified 
through the state reduction of the subsidies annual state in Item 9 
budget is proportion of subsidies t budgets 
excessive (64 redistribution domestic 
percent of GDP) enterprises, and 
and is distorting consumer price 
market relations subsidies; to 
As a result place certain 
—The state is State functions 
taxing income off budget 
recipients at an performing them 
excessive rate not as a public 
—The state authority, and 
undertakes making 
functions that possible t 
it 1s unable to contract them out 
perform to entrepreneurs 
efficiently respectively. | 
—The pressures develop a publ 
in financing administration 
the state apparatus and a 
budget are system of 
intensifying nstitutiona 
Restriction in financing that are 
state finance is n line with the 
not selective new system of 
public finar 
T noderr c 
pub 
a ir c ; 


ee - + + + + + 
The level of the Improvement of To reform th Laws regulating 991-94 As specified in 
services that the the level of listridbutior the distribution Item 9 
State s system of services, despit systems systems 
institutions the paucity of 
provides is low resources 
and deternorating 

— 4 4 ‘ + + 
The rules of Elaboration of To develop a Put Finance 9 PM. MNB 
procedure and unambiguous rule-of-law state's Law and related 
administration in rules regarding system of pub Statut 


public finance are a 

chaotic, and there a 

are auditing procedure A Bank 
probiems. In a 

preparing the n 
State budget for pub funds 
1991 on the spirit 

of the Publ: 

Finance Law 

there was 

sufficient deta 

and the 

procedural and 

administrative 

rules were 

clearer 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of Economic 
Policy 


> —____— 


State of Affairs. 
Problem To Be 
Solved 


The state 
Dudget s 
niormation 
sysiem is not 
functioning 
property 


SS —— 


The public debt 
is huge, and the 
cost of servicing 
it is one of the 
most rapidly 
growing items of 
expenditure in 
the state budget 
By 1991 there is 
openness 
regarding the 
amount of public 
debt, and its 
individual 
elements are 
being managed as 
prescribed by 
law 


aa 


Objective Covernment Mode of 
Tasks Regulation 
4 ar “ > 
reliad guia 
niorma sia 5 
systen . 
Je bial 
a 
4 
r 
j 
ig 
at 
+ ; ; 
Reduction of the I Laws afl . } 
amount of pub reduction of ¢h privatization ar 
debt and of its State budget budgeting. Law 
servicing cost jef arith yn the Centra 
The dominance [ atiza Bank Pub 
of reducing th Finar Law 
mar.‘ put edt 
conforming 
methods 


financing the 
State budget's 
deficit 


Schedule 


Responsibility* 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 





Area of Economi State of Affairs Obje. (ve Government Mode of Responsibility* 
Policy Problem To Be Tasks Regulation 
Solved 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of Economic State of Affairs, Objective Government Mode of Schedule Respoasibility* 
Policy Problem To Be Tasks Regulation 
Solved 
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The portfolios of Introduction 












































c) To regulate Law on Financial 


1991 


Inspectorate of 
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Government Actions To Develop the Market Economy’s Institutions and To Stabilize the Economy (Continued) 
YT — — Ty - ™ ———— - ~T ° a — 
Area of Economic State of Affairs, Objective Government | Mode of Schedule Responsibility* 
Policy Problem To Be Tasks Regulation 
Solved 
A fe +.— one ainunnieanae 
The organized b) To develop the MNB 
money market central bank’s set 
and credit market of means 
are md 
underdeveloped | —To employ 1991 
The banking and market interest 
financial system .. 4 
is inflexible and —For short-term 1993 
not loans; 
differentiated a +4 
institutions —Unified level 
specializing in of interest rates 
individual charged by the 
financial services central bank 
(for instance f Sd 
—To increase the | 
mortgage lending ata 
collateral loans 
open-market 
etc.) are lacking operations 
The system's L aaeeneennenenetl 4 
Operation, under —To auction 1991 and 
the influence of refinancing loans continually 
earlier decisions r ——— . 
is proceeding —To buy and 1991 and 
along a forced sell government continually 
path in many securities with 
respects, and its long maturity 
influence 1s | dates, _ ] 
limited. On top —To correct the 1992 and 
of this there are reserve ratios and continually | 
the forced curtail the role of | 
measures made refinancing loans 
necessary by } aaaeiinnecensnnetaanasil 
fiscal —-To develop the 1991 and 
disequilibrium banks continually 
information 
system 
+ + + + —- -—- 
i 





new financial 
Services 


the largest 
commercial 
banks do not 
meet 
requirements 
Their holdings of 
treasury stock 
and their retained 
earnings are low 
and there 1s 
significant 
interlocking stock 
ownership. Their 
technical 
conditions are 

4 giro 
s lacking 
systems ol! 


? e 


ybsolete 
system 
Their 
lec 
and guarantees 


are not solved 


security 


either 
Citi 


anew the Institutions 
operations of Accounting Law 
financial 


institutions 





Banking 
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Government Actions To Develop the Market Economy’s Institutions and To Stabilize the Econom 
T 


y (Continued) 





Area of Economic 
Policy 


State of Affairs, 
Problem To Be 
Solved 


Objective 


Government 
Tasks 


Mode of 
Regulation 


Schedule 


Responsibility* 








—To create order 
in the portfolios 
of the large 
commercial 
banks 








—+ 


—To modernize 
the system of 
bank statements 
and clearing 





’ oe 





—To increase the 
proportion of 
retained earnings 
and the 
formation of 
reserves 











—To encourage 

the partici ation 
of foreign capital 
but reserving the 
government's 
night of approval 
on a case-by-case | 
basis 


—__—___—4——_ 





1991 





_ ——E +> 


SS 


—To promote 
the participation 
of private capital 


+ 





$5 


| 
i 
—To bring the | 
operations of 


| domestic banks 
closer to those of 


—+— 


foreign banks | 


—— 








—To regulate the | 


| extent of 


interlocking stock 
ownership 





SS eee 





— 


—-To reorganize 
the State 
Development 


199] 





= © 


pe 


Institute ia 


| —To regulate 


| founding and 


uniformly the 


operations of 


= 


investment and 
venture-capital 
companies 


~~ 


Law on 
Venture-Capita! 
| Companies 


1992 





+ 


| d) To develop the 


= 


insurance 
industry 


| 


= | 


Insurance Law 





| deposit 


—To put in place 
a system of 


insurance 


1992 





je 


—To develop the 


lega! and 
institutional 


| conditions for 


credit insurance 





—To aid the 
introduction of 


| new types of 


insurance 


Securities and 
Exchange 
Inspectorate 


PM, Insurance 
Inspectorate 
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Government Actions To Develop the Market Economy’s Institutions and To Sta 
— T 7 7 TT 


State of Affairs, 
Problem To Be 
Solved 


Area of Economic 
Policy 


Objective 


Government 
Tasks 


Mode of 
Regulation 


+ 


| 


bilize the Economy (Continued) 
Schedule 


a 


Responsibility* 


+ 





+ 


—_—— 


—To solve 
inherited 
problems (for 
instance: farm 
insurance, and 
export credit 


insurance) 
7% 


4 
T 





—To license the 
establishment of 
private and 
foreign insurance 
companies 





_ 


6 CURBING INFLATION 


———4 


—4 








a 





The price level's 
rise 1S 
accelerating and 
was close to 30 
percent in 1990 
The main factors 
behind this are 
weak market 
environment 
macroeconomic 
disequilibnum 
surtacing 
inherited 
inflationary 
pressures 
domestic prices 
have caught up 
with import 
prices 
curtailment of! 
subsidies 
inflationary 
expectations, the 
wage-price spiral 
The consequences 
are. declining 
onfidence in the 
urren 
mpuision to 

spend, low rate of 
savings 
econom 
relations in 
disarray, the 
short-term 
approach 
uncertainties 
sting, anc 
nron $Oc la 


4 


1issatistaction 


The lowering of 
inflationary 
expectations 
suppression of 
the factors whose 
effects are 
temporary 
increased 
confidence in the 
fornt’s value 
The slowdown 
and reduction of 
the extent of the 
price level's mse 
in line with the 
lowering of 
inflationary 
pressures, and 
single-digit 
inflation by the 
end of the penod 


—To stimulate 
entrepreneurship 
and competition 


ry anc 


Deralizat 


dismnantie the 


Continually 


IKM, FM, PM 

KHVM [Ministry 

of 

Transportation 
Telecommunications 
and Water 
Management} 

MNB 


PM MNB 

MuM. NGKM 
the gi 
agencies 


ncoemnecdc 


yernment 
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Area of Economic State of Affairs, Objective 
Policy Problem To Be 
Solved 


Covernment Mode of 
Tasks Regulation 


Schedule 


Law on the Continually 
nopoly Centra! Bank 

Situations and | 

take strict actior 


against aDduses 


i pursue ar _ ontinually 


State Dudget s annua! State ontinua 
f budgets and on 

the distnbution 

mit the systems, Law on 


the Centra! Sank 


To shrink the Laws on the From |992 on 


Responsibility * 
The government 
agencies 
concerned, GVH 
MNB 
MNB. PM 


PM. MNB. As 
under Item 9 
MNB 


PM MuM 


PM. MuM. BM 
the Rg L-emmen 
agencies 


ncoemed 
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Government Actions To Develop the Market Economy's Institutions and Io Stabilize the Economy (C ontinued) 


Area of t conomi State of Affairs Objective (,overnment Viede of “ hedule Responsibility* 
Poli Problem lo Be lasks Regulation 
Solved 
1 m4 ; > ~ Ft 7.  * ” " 
Z ; Ace 
’ * 
NGKM. PM 
IKM. FM 


KHVYM. MNB 


F PM MNB 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 
Government Mode of Schedule Responsibility’ 


Area of Economi State of Affairs Objective 
Policy Probiem To Be Tasks Regulation 
Solved 
‘ + + + + + 
i ange The stabiliza he secon MNB_ PM 
i l expecta a ; 
$$ i egarding 
} ark flat 4 
. / pr 
' ange ra 
‘ aT ip 4 
i 1 : 
, we 
a1 
Cig 
x ar 
| i 
acK irk 
har 
A i | 
+ + + + + 
To develop a 
rDank foreigr 
x ange marke 
- nt 4 
+} narke 
excnange rates 
> > > > > 
| du ! Iod ptt MNB 
the f to the Hungariar 
foreign exchange National Bank 
arket and nanisms f 
Stapiliza nanaging det 
’ ‘ g ‘) en 1g 
narkets xcNhange 4 
and participating 
re ‘ a! 
exchange market 
4 + 4 + 
Ir 9 MNB 
} " 
 o: the 
nterDank zg 
exchange market 
4 ; + + + 
at MNB 
a 
hidd gi 
. ange "e 
and rate 
4 + + + 
7 
7 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of Economic 
Policy 


State of Affairs. 
Problem To Be 
Solved 


Objective 


Covernment 


Tasks 
> +> 
rgar 4 
? , 
Six 4 
nt 4 ia 
p 
+ + 
7 
'? r ral 
> 
+ + 
T _ 
i Ra 
a 1cNang 
ar 
| Sd 
I a 
; ¥$! 
} 
‘ 
4 “wa 
<t 
+ > 
r ar 
t iz 
a’ any 
> > 
at 
gners 
nta 
: A 
4 
ik 
> 
* 
gr 
x ’ 
_ 
* 
* 
: 
. * 


Mode of 
Regulation 


> 
ivy. 


Schedule 


Responsibility* 


PM. MNB 
N¢ i1KM 


NGKM, PM 
IKM,. KHVM 


PM. MNB 


PM. MNB 


MNB 


MNB 


PM MND 


MNB PM 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of Economic 
Policy 


State of Affairs, 
Problem To Be 
Solved 


Objective 


8 PROMOTION OF INTERNATIONAL INTEGRATION 


Traditiona 
CEMA 
cooperation nas 
lisintegrated, and 
< new t TNs 
Nay 
emerged hy 
nange o! 
markets has 
begur hu th 
sib 
<b ny 
4 


Multilateral 
development of 
econom! 
relations. With 
the EC 
conciusion of a 
treaty granting 
Hungary 
associate member 
Status. and 
preparations f 
full membershit 
A tree trade 


agreement wit! 


the EFTA 

Development 
egiona 
operat 


Hungariar 
ooperation 
New 
arrangements ! 
operal nm wit? 
the Sov et | none 


Dased on market 


Government Mode of 
Tasks Reguiation 
— I trodu 
the ] reer r 


internationa 
foreign cacnhange 
markets, wit! 
interventions Dy 
the Hungariar 
Nationa! Bank 
and | 
Narmony betweer 


ensure 


tne toreigr ar 
the domest 


ex hange 


sysiem ol r s ar ] I 
and eguia r Sia 
ser to th regulat and 
Europear T Standard 
With the EC a rd nforn 
the EFTA. 1 to the Et 
d si 4 
asym 4 
ine Da s 
rad I 
abir 
r at | 
NO 


n-S x 
and Pola i 
‘ fra g 
‘ - 
aC ig 
‘ 
. } 
Ny > 
af 
agre 
f z 
] 
z 


Schedule 


nhuaiis 


Responsibility* 


PM NOK M 











JPRS-EER-91-079-S 
8 June 1991 


[HE ALPA PLAN 


3 





Government Actions Io Develop the Market Economy's Institutions and Io Stabilize the Economy (( ontinued) 


Area of Econom State of Affairs (Dpective 
Policy Problem To Be 
Solved 
cs 
’ aaria 
‘ 
. nes4 Z 
“ e , 
1 » ’ 
5 a e 
< ~ re 
‘ a 
‘ ww 
wes i 
argina 
sary 
— " 
nan a 
1 } 
e+. rvCaUus 
Me ne 
ar >> 
arige 
ket 
X erating assets 
x has 4 
Sta 4 as i? I 
4 } strength 
| rat - r ry 
1 is sca 
he largest Fas je 
f pe | : busines 
propert a ‘ ar 
’ f + 
4 
NCO ale 4 
eguia $a 
low " 


overnmen 


’ 
| 2ea% 


R spomsidility* 


PM 
kM 
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Covernment Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of Ft comomi State of Affairs 


P Problem Io Be 
Solved 
Pt, 
4 
2 2 
Z 
: - : is 
4 
. 
; iz 


Objective 


se mer 


MA’ 


C_eovernmen! 
Tasks 


Regulation 


Mode of 


“« heduie 


Responsibility* 
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Government Actions To Develop the Market Economy's Institutions and Io Stabilize the Economy (Continued) 
Area of Econom State of Affairs Objective Government Mode of Schedule Responsibility* 
Policy Problem To Be Tasks Regulation 
Solved 
guia Law 4 MKM 
4 Mg a ~“ r a 
~ 4 < r 
aa 4 da 
a 
- 1 
) MKM 
a 
mas 
2 gra ; MKM FM 
. \ MuM 
; " T ’ ng 
: A 
; ’ 
lig 
. 
Le | 
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Government Actions lo Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 





Area of Econom State of Affairs. Objective Government Mode of Schedule Responsibility* 
Policy Problem lo Be Tasks Regulation 
Solved 
> + ; : + = a | ——ee— 
eater interest I ncorporate ivy MuM, PM 
2 s cal a he schem e of 
t aining among Vocauiona 
he potentia aining Fu 
2 38ers nto the new 
7 Owe sysier I 
reguiating 
vocaiiona 
training 
+ + + + + . 
An integrated T stablish, Dy se MuM 
svsten { un s. mode 
a na enters o! 
2 ra tha caliona 
4 ‘ fiers aw raining ! 
ange hs. anc 
ppor s nkec ne 
a “A if centers 
also regiona 
enters f th 
2 al a 
raining of adults 
+ + + + + 
An outlet for the To improve 99 MuM, MKM 
. graph eaching PM 
2 Ex je naitions 
gc age & a ng nos with ntif 
“wr wer ar at nda 
Zz , DS xcalona 
: aining 
Higt 
\ nscribed To regulate anew Law on Higher 991-9. MKM 
fitions of | Educat 
. ry ge } 2 
* a 
, Mos mativé T aborate MKM PM . 
» anda 
act “$s 
T ahora ) MKM. PM 
‘ 5 
5 ens a 
4 aX 
™ 4 
5 } a 
4% 
a 
progra 
" " g 
rganizatior 
high cat 
+ + + ; 
Reg 9 MKM 
Z a 
“ 
gr a’ 
ne 
T 9 MM 














JPRS-EER-91-079-S 
8 June 1991 THE KU PA PLAN 37 





Government Actions Io Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of Economik State of Affairs Objective Government Mode of Schedule Responsibility* 
Policy Problem Io Be 1 asks Regulation 
Solved 
c 
IPB. MKM 
M Hunga 
; \ ! 
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Government Actions To Develop the Market Economy’s Institutions and To Stabilize the Economy (Continued) 


Area of Economic State of Affairs, Objective Government Mode of Schedule Responsibility* 
Policy Problem To Be Tasks Regulution 
Solved 


Pub Educat 


Law 
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Government Actions To Develop the Market Economy’s Institutions and To 


Area of Economic 
Policy 





State of Affairs, 
Problem To Be 
Solved 


The 
hospital-centered 
network 
providing health 
care 1S rigid and 
hierarchic 


Financing by 
social security 
insurance 1S 
merely 
pertunctory. The 
population is 
passive and 
vulnerable 
Incentives are 
lacking, one-sided 


or distorted 


] 


Base period 
approacn to 
financing the 


institutions 


Ihe state sector's 


r@iali 
within the 
network 

pros 


are 18 @x 


ve weight 


ding health 


essive 


Objective 


Improvement of 
basic health care 
preventive Care 
and standards of 
personal health 


Care 


Gradual 
introduction of 
insurance 
elements and 
methods 
Reinforcement of 
every 

participant § 
interest in health 


Care 


Gradual 
application of 
financing linked 
to performance 


riteria 


—y 
Mode of 


e | 
Regulation 


| | 


Covernment 
Tasks 


T —— T 
Health Care Law 


basic principles 


Io elaborate new 199] 


for in- and 
Oul-patient care 
Io ensure 
harmony with the 
Public Finance 
Law and Local 
Government 


I aw 
+ 


To make the 
Health Care 
Fund 
independent by 
splitting the 
social security 


Social Security 
Insurance Law 


contribution. To 
determine the 
extent of 
subsidies from 
the state budget 
To regulate the 
operation of 
medical 
insurance funds 
To elaborate cost 1992 
norms and 

performance 

measuring 


methods 


To abolish the 


l 
restrictions on 199 


elaborate 
methods for 


privatizing healt? 


art i 
ntroduce 
sect neutral 


hasis of contracts 


oncludes with 
State provi 


health care 


Stabilize the Economy (Continued) — 


Schedule Responsibility* 
9? NM 
—_. _ 
| NM, PM, OTE 
-9? NM, PM 
+ — 
NM, PM, OTI 
NM, OTE 
PM] IM 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 





Area of Economi State of Affairs Objective Governmen Vode of Schedule Responsibility* 
Policy Problem Io Be [ask Regulation 
Solved 
| ri x 
t R ‘MBM, | 
Va x Apans 
| | i AT 4 
? 
a 
* 
<r 
4 | SI 
ik 
Nage i 
if x x 
aft | I a A gw 
1 id , | 
4 f il 
i ik x ad k 
hat n 
" 
d I f 
, , ‘ 
sia < 
n * 
i r . i 
" , 
a 
> if . . 
| Y 
{ j ik 
} j 
, ar 
r 
p } Ls 
’ | ‘ 
wa 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of Economi State of Affairs Objective Covernment Mode of “ hedule Responsibility * 
Policy Problem Io Be Tasks Regulation 
Solved 
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Government Actions Io Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 
Area of -conom: State of Affairs OoDpective (,overnment Mode of Schedule Responsibility* 
Policy Problem To Be Tasks Regulation 
Solved 
at } 
“ee 
* d i 
g “ 
’ 
} . i * 
d ‘a 
a h Hunga 
i ik 4 
aa , . 
a + 
Al ‘ 
i : 
BVia 4 
nga Ka 
ast 
” 
* 
ERNME S 
a chs 
. x ix 
* 
“; 
g 
4 } 
be 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of Economic State of Affairs. 
Policy Problem To Be 
Solved 


Objective 


Regulation has Further 
Ddegur ’ tne 


sources ol 


strengthening 
the active 
ue, and ol incentive t 


en 


a! [axes as the o1ect revenue 


ome tax), loca 

governments are 
entitied 
Standard block 
grants from the 
State budget for 
their mandatory 
functions, and t 
specificall 
targeted or 
special purpose 
grants-in-aid f 
their ma 
investments 

The ensured 

Viability of loca 

governments 


Retention of the 
system of grants 
and guarantees 
for the 
performance of 
the local 
governments 
mandatory 
functions 


Covernment Mode of 
Tasks Regulation 


In the interest of Tax laws 
ncreasing the 

proportion of 

1OCai laxes, | 
gradually develop 
a Narmonized 
systen | loca 
taxes, shared 
enirai taxes thal 
onstitute loca 
government 
revenue, and 


entrai taxes 


4 + 
To aid the loca Laws on the 
governments annua! State 
disadvantaged budgets 


through n fau I 


uf their own 


then ma 
an 
+> > 
In the second 
half the 
penod, througt 


development 


grants that wi 
help 


underdeveloped 


regi ms te Cyse 
their gar 
> > 
To review the Public Finan 
scope and cos Law 
I ‘State 
fun ? ns ft re 


pert rmed hb 
1oOoca 


Rg vernments 


Schedule Responsibility* 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of Economic 


Policy 


State of Affairs, 
Problem To Be 
Solved 


Objective 


TECHNICAL DEVELOPMENT, INVESTMENT 


a Tex 


nical development 


Due 
nefficiently 
Organized and 
stimulated 
research and 
development 
activities, the 
Hunganan 
economy $ 
technical and 
technological! 
evel iS lagging 
increasingly 
behind the leve 
t the 
ndustnalized 


countrnes 


( reation of a 
technology 
intensive 


economy 1h zg 


income 


producing ability 


by exposing RAD 


activities t 
market forces 


and by the state s 


assuming a 


controlled and 


effective role 


Government Mode of 
Tasks Regulation 
T suf [™ ivws nm tine 
escarcr annuai State 
dDudgets 
I nula Statut 
af S eguia 


Schedule Responsibility* 
ntinualls PM. OMFB 
MTA 





PM, OMFB. the 


governmer 
agencies 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of Economi State of Affairs Objective Covernment Mode of Schedule Responsibility* 
Policy Problem To Be Tasks Regulation 

Solved 

. ike us 191-9 OMFB, PM 
4 [ 5] rriAKe a ind NGKM 
» \ 
RE 
4 
Pa g 191-9) OMFB, MTA 
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Government Actions To Develop the Market Economy's institutions and To Stabilize the Economy (Continued) 


























Area of Economic State of Affairs, Objective Government Mode of Schedule Responsibility* 
Policy Problem To Be Tasks Regulation 
Solved 
State intervention Definition of the Using centra Public Finance 1991 and PM 
S excessive and State's role resources, the Law, Law on the continually 
nefficient government wi Annuai State 
assume a role if Budget 
the financing of 
the following 
LasKks 
4 - 2 ———— = Se + 7 a 
—Nationall, 
significant 
investments 
health-care and 
educationa 
facilities and 
scientific researct 
institutes 
> eh —-— - > > = -_ — P——$—————————— — _ 
—Withir 
production's 
infrastru 
eral 
preterentia 
n stments f 
the managen 
! water 
res es. a 
transport, the 
nationa dg 
and 
intrastructura 
pub work 
+ ~~ - + +> > —+> 
With detense 
and pub rder 
the tasks 
stemming fron 
the new d wiring 
tf defense and 
puDlic order, and 
r stments 
Stat 
adn s 5] 
and informa 
echr g) 
4 + + + + + 
Job-creating 
and 
r tras j ? 
nvestmer 
nderd rm 
egions, a 
r *<! st 
f nr 
p 4 
SO 4 
! Stal } 
the preservat 
f hoes 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of Economic State of Affairs, Objective (overnment Mede of Sc hedale Responsibility’ 
Policy Problem To Be Tasks Regulation 
Solved 


? > > > > > 
The basic decree The claborat: lo devise new Public Finance 199! pM 
regulating the of regulations alegones Law 
system of that will ensure orresponding | 
investment the continuity of the new system of 
decisions, and the investment lec isionmaking 
linancing of activity and wi and to modernize 
accounting for make possible the the regulations on 
and keeping control of the financing of 
records on budgetary nvesiment: 
nvestments has expenditures f 
been rescinded investment 
The categones of 
decisions and the 
resources for 
State investments 
have changed 
necessitating 
orresponding 
changes in 
accounting and 
recordkeeping 
The absence of 
these changes 
hampering the 
ontinuity of 
nvestment 
activity and the 
ontroi of 
Dudgetary 
expenditures fo 
nvestments 

> > > > > 

I aborate a Accounting Law ly! PM 
A | 7 ’ 
‘ ng 
+ + + + + 
dernize Law on Statistics 99] KSH [Centra 
rdkeeping Statistical Office! 
ACGRICTILTURAL POLICY 
Farm productior An agricultur I ettle tt ( ompensation 199) IM_ PM 
mar with mixed wnership of Law FM 

arge-scalec. with wherst t and Land Law 

settied with t? ry 
propert possid 

ation proport 
worsening market private 

nditions and ywnershil 
ncome situatior more mp 
and } igh nierest and able 
rates Therefore nput — re 
ndividua!l tarms eff f 
and smal! pnvat Management 
farms are the situat af 
spreading siow! bankrupt 
Because of the the case of farn 
mass prod ron hax 
Dankruptcies that nm pr ate 
an be expe ted whnershit 
r sy the 

nd sf he 

ntir iat r ’ 
farm prod | r 
mn these areas a 

nv ’ 
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Government Actions lo Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of -Lconomi State of Affairs Objective Covernment Viede of « hedule Responsibility * 
Poli Problem lo Be lasks Kegulatior 
Solved 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 


Area of Economix State of Affairs. 
Policy Problem To Be 
solved 


Objective 


> — 
Uncertainty 
about the trend 
and extent of the 
mentation or 
foreign markets 
whether | 
supply just the 
jomes Gemand 
produce 
rr - 
> a. 
A unr rn ne De . pir er 
system ! ne tw er sysitern 
re r ial r , ‘ the 
erests if re a 
agriculture and nterests 
\aW , od ndus - 
‘> od 
oad 
> > 
Large-scale and 4A uniform lar 
smalii-scaic farms tax thal 1s 
are ‘axcd al wnership 
iiflerent rates neutra 
> > 
The regulat . ‘ Forr ulat , 
forestry and game regulations 
management is adaptcd he 
based on the new ownershir 
pominance of ciations and 
a - Shit econorn 





Covernment 
Tasks Regulation 


+—_—— oe 
in foreign trade 
Droader 
Dberalization in 
ihe area of 
agriculture and 
he tood industr 
+ - = 
Law on the 
Economic 
Chamber 
+ . _ 
To draft Land Tax Law 
egisia , 
4 
To draft Forestry Law 
Cgisial 
Game 


Management Law 





Schedule Responsibility* 





99? NGKM 








1992 IM 


1992 FM 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) | 








Area of Economic State of Affairs, Objective Government Mode of Schedule Respoasibiliry* 
Policy Problem To Be Tasks Regulation 
Solved 
13. DEVELOPMENT OF PRODUCTI S INFRASTRUCTURE 
The level of Slowing down the I Drafting a new } KHVYM 
services shows a worsening trend unambiguous Telecommunica 
worsening trend anc arresting r separate State ar tions and 
Its ntinuation ne Case ol nonstate lasxs Frequen y Law 
iS an ever greater nfrastr 4 and Jefine th 
yDstacle to the : es dire state's role T —— T 
modernization of nked he develor Amending the 199. KHVM 
production and branches ol Jecisionmaking Highway Traffic 
f the economy materia and financing and Railroad 
n genera prod mechanisms Law 
ac dingly 
———— 4 4 $+ —__— 4 — 
Provisions f To accelerate Regulating anew 1992 KHVYM 
ntensified privatization in the system of 
Jevelopment ir telecommunicat financing 
some areas highway traf! highway 
Approximation of and a few other onstruction 
the Mw es! areas ‘ 
European leve transporta 
Integration int 
the internationa 
network 
+ > > a 
Amending the 992 KHVM 
Inland 
Navigation and 
Civil Aviation 
Law 
+ + + + 
Development of To define the Updating the 
market tasks of loca Water 
onditions and governmenis Conservancy 
ompetition for Law 
the activities 
where suitable 
14. REGIONAL DEVELOPMENT 
Considerable esolution of the To elaborate a Government 99 KTM, PM. IKM 
regiona growing new system ol decree, issued 
disproportions socioeconorn i¢ ping under authority 
have arisen in the regionai tensions backward regior granted Dy the 
degree of the n the wake of and of pr jing Law on the 199 
economy $s and the nomy $s grants ! t State Budget, on 
the restructuring. Aid reating the system of 
nfrastructure’s to the most nvestments 1 grants for the 
development backward regions fine suct development of 
grants b backward regions 
backward and for jot 
Jistricts the reating 
hardest hit t nvesitments 
nem me 
4 + + + 
The danger of the Redu n of th I aborate a 99 KTM 
most socioeconor new program | 
disadvantageo tensions in the he developme 
regions regions affected f the socia 
socioeconom by mass layofts and ¢ mica 
apse |s backward reg 
reasing and t review th 
( { reg ‘ 
where taxpayers 
ma ain 
a wance or 
the business 
profit tax | 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 











Area of Economik State of Affairs Obdjective Governmer' Mode of Schedule Respons!bility* 
Policy Problem To Be Tasks Regulation 
Solved 
The regiona Stumulation of To elaborate in Law on Regiona 992 KT 
crises associated d creation and the new and Municipae 
“ e new Dusinesses Employment Law Development 
economy's and regiona the special tools 
resiruciurnng are Geveiopmer ' ave.adie in 
spreading new he marke regions hit } 
ndustna!l regions sconom)'s systerr mass layoffs 
and are appearing f institutions 
als 
disadvantagec 
agricu)ture 
regions 
devise @ 


system under 

." ch ne 
allowances (hat 
can be claimed in 
disadvantaged 
agricultura 

regions could be 
usec | 
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Government Actions To Develop the Market Economy's Institutions and To Stabilize the Economy (Continued) 
Area of Econom State of Affairs Objective Government Mode of Schedule Responsibility* 
Policy Problem To Be Tasks Regulation 
Solved 
4 : 4 4 ; 
Supt f the To provide 
Statistics that coordination 
businesses and between statistics 
cign stors and the other 
eed areas within state 
administration 
(tax legislation 
the information 
systems of public 
finance and of 
banking, etc.) 
+ + + ; 
Development of 
an information 
system that ts 
sse ait 
naking econom 
™ decisions 
+ + } + 
Elaborat fa 
vst 
Statistical index 
imbers that 
eflect the socia 
and nom 
tie . 
*) 
\g MNB—Hunganan National Bank 
3M--M MTA—Hunganan Academy of Sciences 
M—iIM MuM—Ministry of Labor 
Mi—-M gt NGKM—Ministry of Internationa! Economic Relation 
{ pe NKM—lexpansion unknown 
K M—M : I NM—Ministry of Social Welfare 
M—M OMFB—Nationa!l Technical Development Commiss 
. M—M at ations & Water Management OTF—lexpansion unknowr 
k fy PM—Ministry of Finance 
K TM—M PN—lexpansion unknowr 
MKM—-M x | jucat TRB—{National] Science Policy Committee 
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Reform of Economic Legislation, 1991-92 


I ype of legislation Property Reform State Finance Monetary Policy Market Management 
Privatization Distribution Financial System Development 
Systems, State Regulation 
Budget 
rrr tu TO \ | \ 
4 Kt : 
Bank f | ha 
Apt 
rE x i na ] 
} I | nai det n i i 
| | A, ¥ r ¥ 1 , 
A pi t Jead 4 
4 
; 
I Krut | A 
if ad 
Prof lebate 
I x x nas | 
Har j 
Waithus 
vt i 
f n | al n 
( f Deadlir 
r kW a ’ 
t ' } allo 1} 
{ . s aert 
‘ l I Ma 
| 4 7 
4 i 
gi 





ne es oe ee mE crows Fe RD NOOR RRR Sc a te ga a ev mew 
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Reform of Economic Legislation, 1991-92 (Continued) 
lype of legislation 


Property Reform, State Finance 


Monetary Policy Market Vianagement 
Privatization Distribution Financial System Development 
Systems, State Regulation 
Budget 
+ + ‘ ; 
o La ~ ( nurct 
P per T he 
i Nas apy } 
‘ Dead 
Ma 
f pensa 
La \ re Gd 
. Nat } 
A < , 
i lar ! 
fet 1 SESS 
, + 
4 . | ’ 
‘ Aft 
at ning tl Cga 
tr ; ad rk | vA 
“ ? pi alt r 
1 determining tt 
ind rs | 
I { it 
ipT [ i nanges 
de Made Uf 
FT, 
lead | | ed 
. 
¥ a 
4 »¢ 
hy “« AWS 
i) Law a) M at gn by R ab 
1} r 1x iws ‘ t . 
ady. It ! lua Kk, | gulat 
Y la ux, VAT D [ 
x r r i | [ t tax irk 
i led abi will be it : 
de g M 
. 1 4 ry b tr 4 ™ ’ r [ [ er ) , 
in nw hy ind plua Lab } t 
x ( | { ‘ | I 
] yj Marct pertect gu j [> ‘ 
laws. Dea 
and Septem|t 49 
esp t 
+ 
Reg b) Land Tax | t Wa 
h | np } ( 
hit egulatior . 
Preparat withit Professional work 
[ sion Na has begun. IT} I I 
, I iD t abinet will t 
b nside g nside t prog 
he draft of the n March. Dead A " 
p i thi septem be } he t vi 
Ma sy. ad re ve 
sentembe sy 
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Reform of Economic Legislation, 1991-92 (Continued) 


Property Reform 


Privatization 


State Finance 
Distribution 
Systems, State 
Budget 


Monetary Policy 
Financial System 


Market Management 


Development, 
Regulation 
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Principal Indicators Reflecting the Price Level’s Development (percent change on year before) 


indica Ivy 1% 1O9 1994 
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